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Indonesia's Economic Difficulties 


BY JUSTUS M. VAN DER KROEF 


\* THE MONTHS of October and November 1954 In- 


donesia experienced a major political crisis, which 
for a while threatened to result in the fall of the cab- 
inet of Premier Ali Sastroamidjojo. Precipitated by the 
long expected resignation of the three cabinet ministers 
belonging to the Persatuan Indonesia Raja (Greater 
Indonesia Party or PIR), the cabinet crisis was pri- 
marily caused by widespread discontent among vir- 
tually all political parties over the economic deteriora- 
tion of the country under the Ali government in gen- 
eral, and over the policies pursued by the Econom 
Affairs Minister, Iskaq Tjokrohadisurjo, in particular 
In the extensive reshuffle of cabinet posts that followed, 
Iskaq was an important casuality. But perhaps the most 
notable aspect of the whole affair was the unprece dented 
open support given by President Sukarno to the Ali gov- 
ernment, ranging from his statements to two leaders 
of the Partai Serikat Islam Indonesia (United Islam 
PSII 


the cabinet of Ali will be maintained” to accusations in 


Party or expressing “the hope of society that 
his famous Palembang speech of November 9, 1954 
that “among those who wish the fall of the cabinet” 
are traitors “who want to sell their fatherland to for- 
eign countries” and “sell the pe ople for tens of millions 


of rupiah which they receive from abroad.” 


Mr. van der Kroef teaches in the Department of Foreign 
Studies at Michigan State College and is the author of a 
forthcoming book, Indonesia in the Modern World (N. V 
Masa Baru, Bandung 


1 Shortly after the President's accusation, Jusuf Wibisono, 
a prominent member of the opposition Masjumi party, de- 
clared in an interview with the Indonesian Press Bureau that 
Sukarno probably had him and Tadjuddin Noor 
faction of the PIR now also in opposition) in mind when 


of a splinter 


he stated that there were persons who were willing to sell 
Indonesia to foreigners. According to Wibisono the Minister 
of Justice was in the possession of a tape-recording, which 
contains a confession of an unidentified Chinese that Tad- 
juddin Noor and Wibisono received millions of rupiah to 
bring the cabinct down. On November 15, 1954, the news- 
paper Merdeka (Djakarta), which is in close touch with mem- 


This sensational charge, which was followed by a 
statement of the Attorney-General’s office that several 
persons were being held for questioning in connection 
with Sukarno’s accusation, not only did much to assure 
the continuance of the Ali cabinet, but undoubtedly 
diverted attention from the grave financial and eco- 
nomic conditions that gave rise to the cabinet crisis it- 
self. Yet, notwithstanding the new life given to the Ali 
it is evident that the deterioration of Indonesia's 
economy continues to provide explosive material for 
other political crises. To understand the nature of this 
economic crisis it is best to examine three related as- 


pects of Indonesia’s economy: (1) the foreign trade 
) 


regi 


sector: the government’s policies toward native and 
non-native enterprise and the corruption which they 
encouraged; and (3) the fiscal structure. 

Indonesia’s fiscal dependence on import-export du- 
ties and her precarious position in the world raw ma- 
terials market as producer of rubber, tin and petroleum 
are well known. Sumitro 


Djojohadikusumo, former 


bers of the PNI, stated in an unverified report that about 
750 million rupiah had been made available to bring the Ali 
cabinet down before December 1954. According to Pedoman 
Djakarta) two Americans may also have been involved. See 
also Nieuwsgier (Djakarta), November 4, 10-12, 15, 16, 1954 
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Trade and Industry Minister and one of the country’s 
leading economists, has calculated that 70 percent of 
Indonesia’s total export values come from tin, rubber 
and copra, 50 percent of Indonesia’s total revenue is 
derived from export-import duties, while foreign trade 
provides from 25 to 27 percent of the country’s na- 
tional incorme.? No less than 40 percent of Indonesia’s 
total rubber exports go to the United States, whose 
stockpiling policies during the Korean War were of 
great benefit to the Indonesian economy. Unfortunately 


the foreign exchange earned by Indonesian exporters 


during this period of prosperity was to a large extent 
wasted in purchases (by government agencies and pri- 
vate consumers) of expensive luxuric the result being 
that with the end of the Korean War and the sharp 
reduction in U.S. rubber purchases, Indonesia had littl 
to show for the foreign exchange it had earned and 
spent. In a shrinking market for world rubber only 
the highest quality natural rubber can find a buyer 
Such rubber is produced mainly by the foreign-owned 
estates in Indonesia, but these have had an increasingly 
difficult time in the face of widespread labor unrest, 
theft of produce and cumbersome government transfer 
restrictions. The low quality rubber produced by the 
Indonesian smallholders has only a modest chance in 
the present world market. Indonesia has maintained 
its favorable trade balance largely becaus: its pe- 
troleum exports. Table | gives a picture of Indonesia’s 
trade over the past fe 


INDONESIA 


iv miullie ns oO 


Includin 
Year Export rf Balance 
1949 1,478 6 
1950 2,954 +1316 
1951 +766 1706 
1952 10.405.6 10.424. 19 
1953 9 337.2 8.585 L.75] 


1954* 6,955.3 5,712 +1242 


* January through September 

Exchange rates for on jollar: 1938—rp. 1.895; 1946 
to Sept. 1949——rp. 2.66 ' 1949 through Feb. 1952 
rp. 3.80; since February ] 


These developments have I I cqdangerous comnse- 
quences. For one thing they have greatly increased in- 
flationary pressures, as there has beet sharp decline 
in the country’s currency reserves. This reserve (gold 
and foreign exchange) in the past few years has been 
as follows (figures in billions of rupiah 

2 Ekonomi dan AKeuangan Indonesia, December 1953, p 
733. 

3 Ibid. July 1954, p. 439. The 1954 reserve estimate has 
been calculated from private sources 


As of Dec. 31 1951 1952 1953 1954 
Total of reserves 6.1 3.4 2.0 1.7 
Loss 2.7 14 0.3 


At the same time the moncy supply has steadily 
risen, as Table 2 indi ates: 
Taste 2. INDONESIA’S MONEY SUPPLY 


in millions of rupiah 


Currency Depounts 
Money Percent Percent 
Year Currency” Depot Supply of total of total 


December 1951 3,328.1 1,804.3 5,132.4 648 35.2 
December 1952 4,349.2 2,370.0 6,719.2 64.7 35.3 
December 1953 5,217.7 2.4238 7,641.5 68.1 11.9 
* Excluding cash held in bank and government offices 
Source Bank of Indonesia, Ekonomi dan Keuangan Indo- 
nesia, July 1954, p. 408. 
rhis expansion has affected the coverage of domestic 
currency. The law requires a minimum coverage ratio 
of 20 percent which can be lowered for a brief period, 
if necessary. By State Decree No. 58 of July 20, 1954, 
the coverage was lowered to 15 percent for about a 
month and at present it is reported to stand between 
20 and 24 percent. Not only is adequate coverage im- 
portant for public confidence, but it has an even more 
important bearing on the financing of imports. Because 
of the great precautions which the government must 
observe in allocating foreign exchange to business firms, 
new problems have arisen in the industrial field. A 
number of important industrial plants and factories in 
Indonesia, among them the Procter and Gamble mar- 
garine plant in Surabaya, the battery, leather-processing, 
"S BALANCE OF TRADI 
f rupiah 
Excluding Petroleum 
Export Import Balance 
1,065 1,461 396 
2,203 1,421 1.782 
4,049.7 2,972.7 +1077 
8,342.6 9,912.9 1570.3 
7,045.6 7,999.1 944.5 
5,094.9 5,345.5 250.6 
Central Statistical Offic c, Nieuwsgier Djakarta), 
November 18, 1954. The above are official rates 


The present blackmarket rate is rp. 25 to 30 


and tile-manufacturing plants of the Borsumij Com- 
pany, and other shoes, soap and rubber-goods factories, 
announced recently that they would have to close be- 
cause they had not received the necessary foreign credit 
allocations from the Indonesian government with which 
to purchase indispensable raw materials, machine parts 


and chemicals from abroad.‘ 


4 Java Bode (Dijakarta), September 13, 17, 27, 1954; 
Nieuwsgier, July 5, September 6, 1954. 
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Another consequence of the unstable foreign trade 
situation and the government’s controls is the confusion 
and corruption in the licensing system. In an effort to 
encourage the growth of native Indonesian distribu- 
tors and retail merchants, the government has had re- 
course to the issuance of licenses for the import and 
export of necessary items, including special licenses of 
an almost monopolistic character. Because many, if not 
most, Indonesian traders and distributors have neither 
the capital, nor the skill nor the connections to make 
adequate use of these licenses, they have often sold 
them to Chinese, Arab, Indian or European entre- 
preneurs. On October 8, 1954, former Economic Affairs 
Minister Iskaq declared that this kind of sale of licenses 
was taking place “on a large scale” at prices of 200 to 
250 percent of the original cost, so that, also because 
of other increased costs, the price of many imported 
goods had risen to about four times their original price. 

Even more disquieting is the extent of graft among 
officials of the Economic Affairs Ministry responsible 
for the issuance of licenses and for the placing of gov- 
ernment orders. It is instructive in this connection to 


read the memorandum and other statements of the 


former director of the Bank Indonesia and present par- . 


liamentary deputy, Margono Djojohadikusumo, sub- 
mitted on the occasion of the introduction of his bill 
in the Indonesian parliament asking for an investiga- 
tion of licensing policies of the Economic Affairs Min- 
istry. According to this memorandum the government's 
Central Import Bureau is the scene of a multitude of 
highly competitive would-be traders, each applying for 
the necessary permits, and not infrequently embroiled 
in fighting in public with each other. The memoran- 
dum states that anyone requesting a permit must in 
effect pay “cigarette money” (i.e., bribes) from office 
to office till the necessary papers have been obtained 
and those who do not have relations or good friends 
in the Central Import Bureau find it “very difficult” 
to see officials of the Bureau “if they are not prepared 
to give something to the doorman.”® Earlier (on Sep- 
tember 28, 1954) it was reported in the Djakarta press 
that the then Economic Affairs Minister, Iskaq Tjokro- 
hadisurjo, intended to take strong measures against 
fraudulent buyers of licenses. The Minister admitted 
that native-born Indonesian citizens (the so-called war- 
ea negara asli), who in an effort to develop the native 
Indonesian economy have been given certain priorities 
in licenses and orders from the government, were in 
effect “straw men” for foreign business interests and 
non-native born citizens (mainly Dutch, Chinese and 
Arabs). They were thus able to procure the highly 
prized licenses, which they then sold to Chinese or 
Arab merchants since they themselves lacked the ne- 


5 Java Bode, October 6, 1954. 
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cessary funds and connections to use them, Iskaq 
threatened these sellers with removal from the list of 
recognized enterprises, but few informed observers be- 
lieve that such threats will have much immediate effect. 


Corruption in Civil Service 

The dangerous speculation, nepotism and corruption 
that permeate important segments of the Indonesian 
business world also appear to have affected the civil 
service. Former Vice-Premier Wongsonegoro admitted 
in April 1954 that “the government is aware that cor- 
ruption in Indonesia iucreases daily”; his colleague 
Pandji Suroso, Minister of Social Affairs, urged that 
the government transfer its seat to another city, since 
government officials have to live in Djakarta amid the 
ostentatious display of luxury of private businessmen 
and might easily succumb to temptation. The Masjumi 
party leader, Jusuf Wibisono, an important opposition 
figure in parliament, stated in November that one of 
the chief causes of the corruption is the present in- 
flationary situation, despite which the salaries of offi- 
cials have not been increased.* 

Not only in Djakarta is bureaucratic corruption rife, 
but in the daerah (territories beyond Java) civil serv- 
ants, in league with Djakarta bureaucrats controlling 
government orders, have obtained contracts for their 
districts, which they resell to local businessmen, or else 
use to benefit private family enterprises, Certain mili- 
tary leaders have also been involved. In a recent scan- 
dal, Colonel Warouw, territorial commander of the 
seventh district, condoned, and reputedly profited from, 
illegal smuggling of copra abroad from “North Sulawesi 
(Celebes). The proceeds of the smuggling amounted, 
according to one report, to more than 3 million rupiah, 
but according to Warouw and his subordinates, these 
funds were largely used to defray the expenses of the 
military command, of migration and local reconstruc- 
tion. On October 9, 1954, demonstrations were held 
in the city of Menado, in North Sulawesi, by “veterans” 
and “coconut garden owners” supporting Warouw’s 
smuggling. Involved in the issue is also the desire, wide- 
spread in other daerah of Indonesia, to utilize local re- 
sources for local development instead of having to de- 
pend on allocations from the central government in 
Djakarta. Though Warouw was summoned to the capi- 
tal, no government spokesman has uttered any criticism 
of his conduct, while Defense Minister Iwa Kusuma- 
sumantri, during a visit in Makassar, in November 1954 
significantly stated that “there are many factors which 
make the pun‘shment of every breach of the law im- 
possible, while we, the government, also have to act 
tactfully.” 


~ 6 Ibid. April 29, October 26, November 10, 1954. 
7 Ibid. September 30, November 9, 1954. 
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The discriminations rnade in government policy be- 
tween enterprises run by the asli group and the bukan 
asli group (i.c., non-native born Indonesian citizens like 
many Chinese and Arabs 
nomic difficulties in which 


have augrne nted the eco- 
Indonesia finds herself. By 
Affairs Minister, Is- 


kaq, the Indonesian distributing and retail trade must 


direction of the former Econom 


be in native Indonesian hands and Indonesian capital 
q 


must dominate in all enterprise. By Indonesian capital 


Iskaq primarily meant capital of citizens now in the 


country. The implications of this ill-defined distinction 


appear not to have been clearly realized. In the first 


place there can be no question that certain special h- 


available 


censes and government orders appear to be 


only to the asli group, wherea the potentially much 


greater capital resources of the non-native citizens are 


discriminated against. The way out indicated by 


Iskaq, is for a bukan asli entrepreneur to merge into 


entreprencurl bu lew 


rested in such a 


equal partnership with an a 
Chinese or Europeans appear to be int 
step. As a result government orders are assigned to a 


businessmen who lack even the minimum resources to 


fill them 


dum was cited above 


Margono Djojohadikusumo, whose memoran- 
h is Tiven a typi al eXat}i ple of an 


Indonesian from the 


requested redit 
i 


importer who 
Bank Negara Indonesia (a government institution) be- 
worth mil- 


bank offi 


cause he had obtained a government contract 
lions of rupiah and who, when questioned by 
cials concerning the assets of his enterprise, was able to 


wr the roor 


show only a typewriter , 
which he used as ct N ! ur to have 
Dewan 


1-of fre al 


come to such a pass U r vemmbers of the 
Ekonomi 
body of Indonesian businessrmen, declared early in Oc- 
1954, 


forced to participate ir 


Indone sia Pu 


tober that hon USI é were virtually 
oraerT ok ep 
their enterprises going orruption 
Economik planning it reese! is rams the specte! 
of odious citizenship ing to for- 
Minister Iskaq bu 
and their capital must be divided in sucl iv that 
Indo- 
Indo- 


foreigners 


mer Indonesia 


70 percent of the capit the ha f asli 
nesians, 15 percent in ¢t har ma 


nesians and the remaind 
In view of the already considerabl ncertainty in In- 


] 


donesian Chinese circles status in the 


Republic and the near now | uiling in citizen- 


ship regulations, this sion can only 


lead to increased res economically 


important Chinese mino particularly 


among those who have declare ly intention to be- 
foreign 


come citizens or are citizet / aqdy :OT 


capital interests, the welter it re ctor und regula- 
8 Ibid. November 11, 195 
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tions strangles them. A case in point is the reaction of 
Chinese and Indian wholesale traders in textiles to re- 
cent government textile regulations specifying definite 
profit margins. These wholesale traders, many of whom 
are not Indonesian citizens, pointed out that though 
they had been in business in Indonesia for decades be- 
fore the Second World War, the constant changes in 
government regulations affecting their enterprises led 
them to question whether they could continue to oper- 


ate in the country 


Foreign Business Reactions 


It has become platitudinous to remark that, while 
Indonesian officals urge foreign capital investment in 
their country, they permit conditions to exist’ which 
frighten foreign capital away. At one and the same time 
one may hear Sjafruddin Prawinegra, the Indonesian 
Fund 


nations to be 


Monetary 
Western 


governor of the International urge 


the United States and other 
nore flexible and gencrous in their assistance programs 
to underdeveloped countries like Indonesia, and si- 
multancously read of increased rampok (banditry) ac- 
tivity and loss of property in portions of Indonesia like 
West Java 


theft of produce on the Goodyear rubber estates on 


Priangan residency of vastly increased 
East Sumatra (on the Wingfoot estate of Goodyear 10 
tons of rubber have been reported stolen daily), of 
continued illegal occupation of estate lands by Indo- 
nesian squatters, of exorbitant wage demands, and of 
continued procrastination in passing a definite agrarian 
needs of the times 

a good deal of foreign en- 
Motors 
ed its assembly plant in Tandjong Priok after more 


Philco Radio 


Imperial Chemical Industries, and many Dutch 


law in keeping with th 
result has been that 
General 


is moving out of Indonesia 


twenty-five years of operation 
British 
estate and mining companies are contemplating sim- 
lar moves. For example the annual report for 1953 
colonial 


that 80 


percent of the corporation's capital has now been in 


of the Billiton Tin Corporation, once one of 
Indonesia’s biggest mining enterprises, stated 
vested outside Indonesia, while 40 to 45 percent of its 
Indo- 


rhe famous Borsumij corporation, one of Indo- 


profits in 1953 came from investments outside 


nesia 
nesia’s oldest and largest Dutch trading and estate com- 
panies, reported in its annual 1953 statement an in- 
creasing business orientation beyond Indonesia (in Cen- 
tral Africa, Canada and Australia) and noted that ip 
contrast with business developments in Indonesia, those 
outside the country are far more favorable to the cor- 
poration.” 

Che significance of these established estate compa- 


nies is that even in a buyer's market of agricultural ex- 
9 Ibid. July 2, 13, 1954. 
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port products they can hold their own and contribute 
to Indonesia's treasury. The smallholders, with their 
sporadically produced and low quality products only 
thrive in a seller’s market, like the one during the 
Korean War. When the market tightens, smallholders 
income drops dangerously, whereas estate exports may 
remain relatively steady. Table 3 illustrates this. 


Taste 3. ESTATE AND SMALLHOLDERS EXPORTS 
OF AGRARIAN PRODUCTS 
(in percentages of total exports) 

Year Estates Smallholders 
1938 weight 43.8 26.2 

value 54.5 314 
1951 weight 18.0 46.4 

value 30.9 57.5 
1952 weight 26.2 41.9 

value 39.1 44.9 
1953 weight 28.4 37.3 

value 38.6 41.2 

Central Bureau of Statistics, Ekonomi dan 
Keuangan Indonesia, July 1954, p. 400. 


Source 


An additional danger caused by the threatened with- 
drawal of foreign enterprise is that unemployment and 
underemployment are likely to increase sharply. Both 
have already reached grave proportions. In June 1953 
the Indonesian representative at the International La- 
bor Conference in Geneva stated that there were some 
ten million unemployed, or about 12 percent of the 
total population, and that the number of people need- 
ing employment increases annually by about 350,000."" 
Another, probably less reliable estimate was made to- 
ward the end of 1954 by the vice-secretary general of 
the Indonesian Communist Party, Njoto, who stated 
that there were 15 million unemployed in the country."’ 
Much of the estate labor is still part-time and tem- 
porary, estate work being needed to supplement earn- 
ings from ordinary agriculture, although labor union 
organization has “professionalized” most of the present 
estate labor force. According to one calculation, if it 
is assumed that the total Indonesian labor force is 


about 33 million (40 percent of the entire population), 
underemployment within this labor force may be es- 
timated at from 30 to 40 percent."* The problem is 
particularly acute in Java and Madura. At the same 
is a great shortage of trained personnel, 
which is a severe handicap in the development of new 


projects. The extent of present underem- 


time there 


econom 


10 Cited from J. H. Boeke, Colonialism and Dualism; The 
Economic Situation of the Masses in Transition, International 
Race Relations Conference, Honolulu, 1954, p. 3 (mimeo) 

11 Java Bode, October 8, 1954 

12 National Planning Bureau, “Indonesia's Economic De- 
Ekonomi dan Keuangan Indonesia, July 1954, 


velopments, 


p. 436 
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ployment and unemployment may also be gauged from 
a glance at Table 4 showing the percentage of job 
placement as compared with the number of persons 
registering for employment at the Kjawatan Penempa- 
tan Tenaga (public employment service) : 


Tassie 4. PERCENTAGES OF PLACEMENT ACCORDING TO AREA, 
TYPE OF WORK, AND EDUCATIONAL Lever, 1955 
A. PLACEMENT ACCORDING TO AREA: 

Java Percent Outside Java Percent 
Central-Java 128 Sumatra 178 
West-Java 11.6 Kalimantan 10.5 
East-Java 9.1 Sulawesi 13.9 

Nusa Tenggara 17.9 
Maluta 25.0 


PERCENTAGE OF PLACEMENT ACCORDING TO TYPE OF WORK: 
Percent 
Cottage industry 13.8 
Administration 13.4 
Construction 5.5 
Other types 5.0 


PERCENTAGE OF PLACEMENT ACCORIMNG TO EDUCATIONAL 
LYVEL: 

Percent 
Senior Highschool workers (SMA) and up 15.8 
Junior Highschool workers 11.1 
Elementary School workers 9.7 
Other workers 14.9 
Public Employment Service, Ekonomi dan Keuan- 
gan Indonesia, July 1954, p. 436. 


Source: 


Though Indonesian statistical data are none too 
trustworthy, a number of official or semi-official gov- 
ernment publications of the last half year lend added 
proof to the contention that Indonesia’s economy is in 
a bad way. In a recently published study of Indonesia's 
national income, sponsored by the government, the con- 
clusion was reached that in terms of per capita in- 
come measured by the base year 1938 (the last more 
or less normal prewar year) the average Indonesian 
was about 15 percent worse off in_ 1952, the cost of 
living having risen 30 times as compared to 1958." 
Peasants owning their own land were probably better 
off than in 1938 because of the increased prices of 
foodstuffs relative to prices of other consumer goods, 
but the growing rural proletariat and the salaried and 
wage-earning groups were probably far worse. 

Government spending, though considerably reduced, 
continues at a high rate. In his budget report, delivered 
on April 12, 1954, Finance Minister Ong Eng Die (who 
survived the cabinet reshuffle despite demands for his 
removal by certain groups in the PSII) stated that his 
draft budget for fiscal 1954 showed a deficit of 1,200 
million rupiah (a figure which later turned out to be 


13 s. Danie! Neumark, “The National Income of Indo- 
nesia,” Ekonomi dan Keuangan Indonesia, June 1954, pp. 
350, 388. 
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too low) greater than expected, and that he planned 
to ask for a new national loan of 300 million rupiah. 

The annual report of the Bank Indonesia published 
in September 1954 expressed deep concern over the 
depletion of gold reserves and foreign credits. Instead 
of an expected budget shortage of 1.8 billion rupiah, 
a shortage of 3 billion confronts the treasury. The rev- 
enues of the government still come mainly from indi- 
rect taxation, primarily import and export duties, which 
comprise 70 percent of all government income._ The 
report states that a long range viewpoint of Indonesia’s 
trade balance presents an even darker picture, because 
as the country slowly recovers and as economic devel- 
opment makes progress, the need for capital goods and 
for technical and administrative facilities will increase 
so that government expenditures will go even higher. 
At the same time the report states that while state 
revenues were higher than expected in 1953, the total 
tax yield decreased by 450 million rupiah compared 
with 1952 and the total national debt increased during 
1952 by 1,509 million to 13,385 million rupiah. The 
balance of trade for 1953 showed a surplus as com- 
pared to a deficit in 1952, but exports declined from 
10,406 million in 1952 to 9,337 million rupiah in 1953, 
and the surplus was attained only by drastic decreases 
in imports, harmful to the economy. Moreover, the 
trade surplus itself was inadequate to cover other bud- 
get deficits. Though a fixed gold coverage of a cur- 
rency need not be of decisive importance the report 
noted that this is true only when there are ample for- 
eign exchange holdings, easily transferable and nego- 
tiable. This is not the case in Indonesia today, and 
hence the declining gold reserves give justifiable cause 
for alarm, particularly when it is also noted that the 
volume of money in circulation continued to increase 
in the first half of 195%, by 1,050 million rupiah. where- 
as the gold reserve of the Bank Indonesia decreased by 
395 million."* 


Lower Rural Tax Burden 


The continued and heavy reliance of the national 


treasury on export and income revenues (essentially a 
carryover from the colonial fiscal structure and perpe- 
tuated by the nationalist inclination to profit from the 
former “colonial exploiters” who are still in the coun- 
try) has increased during recent years: taxes on for- 
eign trad: increased from 


1929 to 46 percent in 1952 


percent of the total in 
Another, and more sig- 
nificant fiscal phenomenon, is the decreasing tax con- 


1954; Niewwsgier, September 8, 9, 1954 

15 Douglas S. Paauw, “The Tax Burden and Economic 
Development in Indonesia,” Ekonomi dan Keuangan Indo- 
nesia, vol. 7 (1954), p. 579 
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14 Merdeka, September 8, 1954; Pedoman, September 8-10, 


tribution made by the rural sector of the Indonesian 
economy, although the contribution of this sector to 
the national income has increased. By this rural sector 
is meant not only the non-market economy but also 
village production for the market and small estate agri- 
culture. The calculations of Paauw suggest that in 1929 
the rural sector was contributing 43 percent of the to- 
tal tax burden, but in consequence of changes in the 
fiscal structure leading to heavier taxes on the trade 
and business segment of the economy, the rural con- 
tribution declined to 40 percent of the total in 1939 
and to 35 percent in 1952. At the same time the rural 
sector’s contribution to the total national income rose 
from 68 percent in 1939 to 81 percent in 1952."* 
While it would be premature to draw any sweeping 
conclusion from this development, the figures do sug- 
gest, as Paauw has written, that “taxable income in 
the rural sector has risen relative to taxable income in 
the non-rural sector,” and that the present fiscal sys- 
tem does not tax available resources in the non-market 
segment of the rural sector (estimated at 25 percent 
of the national income) and touches the market food 
crops sector only “through indirect taxation of the goods 
which are exchanged for marketed food crops.” Fur- 
thermore the tax structure as it now functions does 
not reach into the wealth accumulated by a relatively 
new but highly significant social level in rural society, 
namely the growing rural aristocracy of absentee land- 
lords, primarily Indonesian in nationality, with their 
managerial assistants, who lease their land and fulfill 
important lending and marketing functions.’’ The rise 
of this rural wealthy group and, concommitantly, of 
tenant farming, sharecropping, and increased rural pro- 
letarization, suggests the beginning of a dangerous po- 
larization of wealth in Indonesia, with all the political 
instability that this implies. Vice-President Mohammad 
Hatta, in his recent message to the economic conference 
for Sumatra held in Medan, noted much the same 
thing in the non-rural economic sector when he stated 
that a few score of Indonesian traders, under the guise 
of “national” economic development, have obtained 
privileges (i.c., through special licenses and govern- 
which have cost the country tens if 
the suffer- 
noted that 


ment contracts 
not hundreds of millions of rupiah, while 
ing of the whole of society increases.” He 
the preferred position of these native Indonesian en- 
trepreneurs (the so-called “Benteng” group) has not 
helped the Indonesian economy."* It is also noteworthy 
that in one of his first policy statements new Economic 
Affairs Minister Roosseno declared that no more special 
import-export licenses would be handed out. 


16 Ibid. pp. 581, 583, 587. 
17 Ibid. p. 571. 
18 Nieuwsgier, November 27, 1954. 
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It is natural that these factors which have adversely 
affected Indonesia's economy have received greater pub- 
licity than the positive and constructive developments 
of the recent past. Imports have been substantially re- 
duced since 1952, as Table 1 above indicates, and 
much of this reduction has taken place in the import 
of food and of chemicals and pharmaceuticals (many 
of which are needed for local industries). The value 
of the hulled rice imports, for example, decreased by 
655,985 rupiah from 1952 to 1953 as Indonesia’s rice 
production expanded. On Java and Madura wet rice 
production increased, as follows (data are not com- 
plete for the other islands) :** 


Year 
1938 
1950 
1951 
1952 
1953 


Quintals 
78,607 ,684 
68,847,000 
73,183,000 
78,139,000 
83,558,000 


The increase has made Indonesia virtually self-suf- 
ficient in her basic staple food for the first time in 
fifteen years. There has also been a gradual, encourag- 
ing growth of savings in cooperative banks and in the 
cooperative movement itself, on which Vice-President 
Mohammad Hatta in particular has placed so much 
hope: 


Taste 6. NUMBER OF COOPERATIVES, MEMBERS 
AND SAVINGS COLLECTED, 1951-1953 
Savings Reserve Capital 
Rp. 35,313,040.95 Rp. 3,473,983.10 
1952 7667 1,179,422 Rp. 56,389,371.25 Rp. 3,262,183.53 
1953 8626 1,431,977 Rp. 76,357,765.62 Rp. 5,324,051.45 


Departrsent of Cooperatives, Ekonomi dan Keuan- 
gan Indonena, July 1954, p. 431. 


Year Number Members 
1951 5771 1,000,324 


Source 


Increases in industrial production are also note- 
worthy, although the absence of adequate data makes 


accurate estimates impossible. As the National Plan- 


ning Bureau put it in its 1954 report:* “Production 
statistics of domestic industry are the weak spots in 
Indonesian statistics.” Relatively recent production sta- 
tistics are available only for the textile industry. They 
show yarn consumed as increasing from 4,393,000 in 
1951 to 8,500,000 kg. in 1953. Considering Indonesia's 
precarious trade balance in the past, it is also of in- 
terest to see to what extent the Indonesian consumer 
now relies on commodities produced at home. The fol- 
lowing calculations of the National Planning Bureau 
provide a partial indication:* 


19 National Planning Bureau, op. cit., p. 410. 
20 Ibid. p. 414. 
21 Ibid. pp. 416-417. 
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rep ates 
Hie Hit 


Copper sulphate 

Drinking glasses 
According to the Bureau certain types of production 
can be expanded: 36 percent of Indonesia's cement 
needs can be produced at home, 33 percent of the 
needed cotton yarn, 73 percent of the paints, 57 per- 
cent of the glass jars and 55 percent of the electric 
bulbs. 

To assist in the development of industry, long-term 
loans have been made available to the Indonesian gov- 
ernment in the past year by the French, West German 
and Dutch governments, totalling nearly one billion ru- 
piah. The loans are to be used over a period of from 
two to ten years and are intended for the purchase of 
capital goods, particularly machinery. Negotiations with 
the Soviet government and a number of Iron Curtain 
countries (in particular Czechoslovakia) for similar as- 
sistance are expected to bear fruit shortly. Planning is 
fashionable in Indonesia and development programs 
in all phases of economic life abound. A case in point 
is the ambitious “Five Yéar Plan” in agricultural pro- 
duction announced a few months ago under which In- 
donesia is expected to raise her rice production to 
8,600,000 tons by 1959, her maize to 3,500,000 tons, 
copra to 920,000 tons, smallholders’ sugar to 500,000 
tons, smallholders’ tobacco to 100,000 tons, total meat 
production to 900,000 tons, estate sugar to 2,400,000 
tons.** These figures represent increases of 19 to 35 
percent over 1953-54 production figures. The estimated 
cost of the plan is 1.2 billion rupiah per annum, a sum 
which, if made available at all, will almost certainly 
have to be obtained largely from foreign loans. 

Perhaps the most encouraging aspects of Indonesia's 
economy today are to be seen in the remarkable in- 
dustry and ingenuity in so many provincial districts out- 
side Java, the building of schools, the expansion of the 
road network, and the local bumper crops of maize, 
coffee and copra. 

The central problem is to integrate these advances 
into the total economic development of the country, to 





"22 Nieuwsgier, May 5, 1954. 





make the ficcal system more uniform, to establish a 
solid partnership between indigenous and foreign capi- 
tal, to eliminate the cultural and technical barriers in 
the expansion of the native middle class,** and at the 


23 See my “Entreprencur and Middle Class in Indonesia,” 
Economic Development and Cultural Change, vol. 2 (1954), 


Recent Developments 
ll. Economic 
BY S. B. THOMAS 


+ emus INFORMATION on the progress of Peking’s 
economic construction plans was contained in an 
official report issued in late 1954 by the State Statistical 
Bureau, and in the course of Chou En-lai’s 
lengthy report to the National People’s Congress in 
that same month. The former represented the official 


government statement on the 


Premier 


results achieved in 1953, 
the initial year of China’s first five year plan.* In 
terms of total value of production, it reported, China’s 
state-owned, cooperative, and joint state-and-privately 
industrial had fulfilled their 195% 
plans by 107 percent. It claimed fulfillment or overful- 


owned enterprises 
fillment of plans in virtually every area of production, 
including steel, pig iron, oil, electric power, and coal. 
It should be noted, however, that 1953 
had downward re- 
vision in the course of that year 

On the 
Statistical Bureau reported 


the original 


targets in many areas undergone 


1952 100), the State 
key 

144; pig 
135; 
589 


nost of it on 


basis of output (as 


1953 output in areas 


to have been: electri: 121: crude oil 
119; 131: coal 
cloth, 114. In 


were laid down in the cours¢ 


power - 


iron, ster lL. 109 cement. and 


cotton railway construction kms 


of the year 


the Lanchow-Sinkiang linc. and in Szechuan. Thirty 


million square meters of floor space were reported 
built, twelve million of the total in residential housing 
In agric ulture, drought and flood in many regions 
were blamed for failure to reach projected targets, 
though the gross output of grain was declared to be 
“still somewhat higher” than in 1952. Total production 
ached over 165 
called for 170-175 


million tons 


of food crops, the report claimed, re 
million tons (the original target had 


million tons), with cotton falling to 


Mr. Thomas has worked as a research 
tute of Pacific Relations and 
Administration 


associat 


of the Insti- 


author of G ronment and 


in Communist China. The first part of this 


article appeared in the January issue 


1 Communiqué of the State Statistical Bureau on Results 
of 1953 State Plans, Peking, New China New 


ber 13, 1954 
24 


igency, Septem- 


foreign entrepreneurs now being 
discriminatory regulations and 


same time encourage 
frightened away by 
corruption. 


pp. 297-325, and my “Social Movement and Economic De- 
velopment in Indonesia,” American Journal of Economics and 


Sociology, January 1955. 


in Communist China: 


91 percent of 1952 production, and about 300,000 
tons below the target for 1953). 

The total output in value of China’s industries ip 
1953 (excluding handicrafts) was reported to have 
been 33 percent higher than 1952. Of the total output 
value, state-owned enterprises accounted for 53 percent, 
cooperative and joint state-and-privately-owned enter- 
prises for nine percent, and private enterprise for 38 
percent. As for the value of total agricultural and in- 
dustrial output, “modern industry” accounted for 31 
percent; handicraft workshops for some eight percent; 
individual and cooperative handicrafts, about seven per- 
cent; and agriculture and related occupations, about 
}4 percent. 

In domestic trade (wholesale and retail), the state 
and cooperative trading concerns accounted for 70 per- 
cent of the total sales volume, though their proportion 
of retail trade was still under 50 percent. In foreign 
trade, the state trading companies accounted for 92 
percent of the total, and private concerns for the re- 
maining eight percent. 

A total of 212,000 undergraduates and 4,200 post- 
graduate students were reported in higher educational 
institutions in 1953, an 11 percent increase over 1952. 
Of these, 37.7 percent were in engineering, 13.7 percent 
in medicine, 5.9 percent in science, 18.8 percent in teach- 
ing preparation, and the remainder in the arts, agron- 
omy, etc. Some 3,628,000 students were reported en- 
rolled in middle schools, and 51,500,000 in primary 
schools (excluding peasants in spare-time schools 

Chou En-lai, in his report to the National People’s 
Congress, gave some specific figures on China’s pro- 
duction targets for 1954, listing the following estimates 
for leading fields: electric power, 10,800 million kwh. ; 
coal, 81,990,000 tons; pig iron, 3,030,000 tons; steel, 
2.170.000 tons; metal-working machines, 13,513: 
+,730,000 tons; cotton yarn, 4,600,000 bales; 
machine-made paper, 480,000 tons.” 


ce- 


and 


ment, 


Delivered 
first session of the First National People’s Congress, 
September 23, 1954), Peking, China 
September 24, 1954. 
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2 Chou En-lai, Report on Government Work 
at the 
News 


Neu Agency, 





While in comparison with the production of the 
large industrialized countries of the world, these figures 
are still extremely low, they indicate impressive progress, 
particularly in coal and pig iron production. But stee! 
production, while it will be higher than the pre-Com- 
munist peak output for Manchuria and China proper, 
appears somewhat lower than had been estimated on 
the basis of earlier Communist percentage claims. 

Chou reported that in the course of the first five 
year plan some 600 important industrial units were to 
be built or improved, including 141 projects for which 
Soviet help had been promised. These 141 projects, 
he noted, include modern iron and steel complexes, non- 
ferrous metallurgical plants, coal mines, oil industries, 
plants for making heavy machinery, including auto- 
mobiles, tractors, and aircraft, as well as power stations 
and chemical works. Most of these projects, he stated, 
would be completed by 1958, though a small number 
would take almost ten years to finish. When these 
projects were completed, Chou declared, “we will pro- 
duce by ourselves metallurgical, power-generating, oil- 
_ extracting, as well as forging and pressing equipment. 
We will produce motor vehicles, locomotives, tractors 
and airplanes.”* 

These 141 projects refer to a September 1953 agree- 
ment between China and the Soviet Union calling for 
Soviet economic and technical assistance in constructing 
91 new enterprises and reconstructing 50 existing ones. 
To what extent and amount this aid was translated 
into economic credits extended to China was not an- 
nounced. Further negotiations on Sino-Sovict economic 
affairs took place during the visit of high Soviet func- 
tionaries, including the first secretary of the Soviet 
Communist party, N. S. Krushchev, to celebrations of 
the fifth anniversary of the establishment of the Peking 
government on October 1, 1954. According to a joint 
communiqué issued on October 12, 1954, the Soviet 
Union agreed to increase, by 400 million rubles (nomi- 
nally equivalent to $100 million), the supply of equip- 
ment for the 141 enterprises included in the 1953 agree- 
In addition, the Russians agreed to grant China 
a long-term credit of 520 million rubles ($130 million) 
and to grant assistance for building an additional fifteen 
industrial enterprises.‘ 

it was announced at the same time that the four 
joint-stock companies formed by Russia and China in 
1950 and 1951 (petroleum and non-ferrous metals com- 
panies in Sinkiang, a shipbuilding and repair company 
in Dairen, and a civil airlines company) were to be dis- 
solved, with a transfer of the Sovict share in their 
operations to begin in January 1955, The value of the 


ment 


3 Ibid 

+ Communiqué on Negotiations Between China and the 
Soviet Union, Peking, New China News Agency, October 12, 
1954 
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owned enterprises of the People’s Republic of China.”* 

An agreement on scientific and technical cooperation 
was also signed at this time, providing for-the two 
countries to supply cach other with technical data, to 
exchange information and specialists, and to “acquaint 
each other with their achievements in the fields of 
science and technology.”" The agreement was to run 
for five years and for an additional five years unless 
annulled at that time by either side. Obviously, it is 
China that stands to gain most by this sort of arrange- 
ment in the years immediately ahead. 

Announcement was also made of Soviet and Chinese 
plans to construct a railroad linking Lanchow, a rail 
terminus in northwest China, with Alma Ata in the 
Soviet Union, through Sinkiang. Sections on Soviet, 
territory would be built by the Russians, and the China 
sections by the Chinese, with technical assistance from 
the Russians." Another announced railway link be- 
tween the two countries is that through the Mongolian 
People’s Republic, to be completed in 1955, These two 
lines, added to the existing Manchurian rail link with 
Russia, will mean that three widely separated rail 
arteries will link China with the Soviet Union. 

In another agreement, the Soviet Union agreed to 
withdraw its armed forces from the joint naval base of 
Port Arthur and to transfer installations there to the 
Peking government without compensation.° 

Chou En-lai, in his report to the National People’s 
Congress, acknowledged that primary consideration 
would have to be given to the development of heavy 
industry for some time to come, and that it would be 
necessary for the Chinese people “to bear certain tem- 
porary hardships and inconveniences in order that in 
wile ‘Sino-Soviet Joint Communiqué on the Transfer of the 
Soviet Shares in the Joint Stock Companies to the People’s 
Republic of China, Peking, New China News Agency, October 
12, 1954. 

6 Ibid. 

7 Sino-Soviet Joint Communiqué on the Signing of the 
Agreement cn Scientific and Technical Cooperation, Peking, 
New China News Agency, October 12, 1954. 

8 Joint Communiqué of the Government of the People's 
Republic of China and the Government of the USSR. on 
the Construction of the Lanchow-Urumchi-Alma Ata Railway 
and the Organization of Through Traffic, Peking, New China 
News Agency, October 12, 1954. 

9 Sino-Soviet Joint Communiqué on the Withdrawal of 
Soviet Armed Forces from the Jointly-used Naval Base of Port 
Arthur and Placing this Base Completely at the Disposal of 
the People’s Republic of China, Peking, New China News 
Agency, October 12, 1954. 
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the long run we shall live in prosperity and happiness.” 
He also noted certain shortcomings in economic achieve- 
ments thus far. For example, though virtually all areas 
announced fulfillment or overfulfillment of 1953 tar- 
gets, “if we examine the fulfillment of targets from the 
four aspects of total production value, production costs, 
profit, and labor productivity, then only thirty percent 
of the enterprises completed their plans in all of these 
aspects.” 

Chou also pointed to defects in planning. Many plans, 
he declared, were inaccurate, inadequately integrated, 
ill-coordinated, and underwent too frequent revision. 
Insufficient technical manpower and poor technical ad- 
ministration, he added, present another serious problem. 
It is clear that Chinese economic planning is still in an 
initial, somewhat sketchy stage, and that fully-inte- 
grated, all-embracing planning does not yet exist. Never- 
theless, given China’s inadequate industrial base and 
dearth of skilled manpower, irnportant results in the 
complex and difficult task of economi 
have already been attained, and it is quite likely that 
industrialization 


construction 
a foundation for future accelerated 
may be achieved by the end of the present decade 

In agriculture, Chou gave a detailed picture of the 
extent of flood damage during 1954. The Yangtze and 
Huai River floods, he declared, were “without parallel 
and about one-tenth of the 
About half this total, 


in the last hundred years,” 
nation’s farmland was flooded 
some 13 million acres, was still flooded in September. 
As a result, he stated, as in 1953, the agricultural plan 
for 1954 would not be fulfilled, though he claimed 
that the output of grain and cotton for the year would 


exceed that for 1953 


The Agricultural Program 


Despite overall progress in agriculture over the past 
five years, Chou continued, “the growth of agriculture 
obviously falls behind the needs of the people and the 
state for agricultural produce. In order that agriculture 
may develop more quickly and in a more planned 
manner, we must gradually carry out the Socialist trans- 
formation of agriculture. That is, to change backward 
individual farming step by step to collective farming 
by organizing the peasants into mutual-aid teams and 


cooperatives on a voluntary basis.” Sixty percent of all 


, 


peasant households have already joined such teams and 


cooperatives, he claimed, and the number of agri- 


cultural producer cooperatives (a “lower form” of col- 
lective farm) reached 100,000 in August 1954, and is 
expected to increase to 500,000, embracing ten million 
people, by the spring of 1955. Chou expressed the 
“hope” that by the end of the first five year plan, half 
of the peasant households would be grouped into these 


producer cooperatives 
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Vice-premier Teng Tzu-hui further elaborated on this 
latter point in a subsequent report to the National 
People’s Congress on the “socialist transformation of 
agriculture.”" Declaring that agricultural production 
lagged behind the needs of industrialization, and of 
rising standards of living, he declared this situation to 
be due to technical backwardness and to the individual 
nature of agricultural production. Noting that the coun- 
try cannot yet produce tractors, nor adequate supplies 
of gasoline to run them, and that peasant “social con- 
sciousness” was still low, he stated that the transforma- 
tion of agriculture would have to be carried out gradual- 
ly and in distinct stages. Collectivization itself would be 
achieved in two stages: the first, the agricultural pro- 
ducer cooperatives mentioned by Chou En-lai, and 
which Teng Tzu-hui described as “partial collective 
ownership” in which the peasant “invests” his land 
as a “share,” and where there is unified management 
of production. This first stage will eventually be fol- 
lowed by cooperatives of a “higher form,” in which 
there would be complete collective ownership. 

The essential differences between the two forms of 
collective organization seem to be that in the producer 
cooperatives the peasant is remunerated partially in 
terms of the ratio of land he has “invested,” and he 
also retains legal title to his land; in the collective farm, 
on the other hand, remuneration is determined on other 
bases, and the legal title of the land rests with the 
collective as a whole. The first stage is a necessary pre- 
requisite, Teng Tzu-hui stated, for through them “the 
peasants can become more amenable to the cooperatives 
while their concept of private ownership of land can be 
gradually reformed after they have 
operatives.” Thus cooperatives of this transitional form 


joined the co- 


“represent a course through which our country must 
pass in effecting socialist transformation of agriculture.” 
No timetable for the achievement of full collectiviza- 
tion has been indicated, but with at most only half 
the farmers heduled to be in producer cooperatives 
by 1958, this final stage is still some distance away 

It is clear that Communist political and economic 
consolidation continues to grow in China, and that the 
political organizational techniques and economic con- 
trol measures characteristic of Communist governments 
have already brought an appreciable growth in China’s 
national! strength. This growth in strength has also had 
its impact abroad. The Peking government has come 
to play an increasingly prominent role in world affairs, 
most notably reflected during 1954 at the Geneva Con- 
ference. Premier Chou En-lai’s subsequent visits to In- 
dia and Burma, the reciprocal trips to China by Prime 
Ministers Nehru of India and Nu of Burma, and the 


10 Text of his report given by New China News Agency 
Peking), September 23, 1954. 
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visit of the British Labor Party delegation headed by 
former Prime Minister Clement R. Attlee, all indicated 
ever greater world attention to Chinese developments. 
China has also been increasingly active in promoting 
a flow of trade and cultural missions to and from most 
of the Asian countries, and has also, in conjunction 
with the Soviet Union, taken initial steps to “normal- 
ize” diplomatic and trade relations with Japan, The 
worldwide tension arising from the recent crisis in the 
Formosa Straits is still another striking aspect of Pek- 
ing’s current impact on international affairs. 

The continuing emergence of Chinese Communist in- 
fluence is also being reflected within the Communist 
world. The above-mentioned series of agreements 
reached with the Soviet Union in the fall of 1954 was 
one facet of China’s growing status; and it is also 


worth noting that the Sovict delegation to the “Na- 
tional Day” celebrations in Peking on October 1, 1954, 
was headed by Marshal Bulganin, now Soviet Premier, 
and N. S. Krushchev, leader of the Soviet Communist 
party. Whereas both Soviet and Chinese publicists have 
hitherto always referred to the Communist bloc of na- 
tions as the “socialist camp of peace and democracy 
headed by the Soviet Union,” it is perhaps significant 
that in his recent foreign policy address to the Supreme 
Soviet,"’ Foreign Minister Molotov for the first time 
referred to this “camp” as headed by both the Soviet 
Union and the Chinese People’s Republic. 

il The second World War, Molotov declared, resulted in 
the formation of a “world camp of socialism and democracy 
headed by the U.S.S.R.—more correctly said, headed by the 
Soviet Union and the Chinese People’s Republic.” New York 
Times, February 9, 1955. 





The Philippine Cooperative Movement 


BY DONN V. HART 


WW" RAMON MAGSAYSAY’S election as President, the 

village folk of the Philippines found a vigorous 
champion who had stated: “For all these years, even 
since before the war, our barrio people have always 
been at the end of the line. I want to pull them to the 
front of the line.”' Since his inauguration a series of 
comprehensive, perhaps overambitious, programs have 
been launched—a four-year public works program, a 
rural development project, a new land tenancy act, and 
a five-year 2 billion dollar economic development pro- 
gram aimed at raising national income from 4 to 5.5 
billion dollars.* Magsaysay’s personal concern with rural 
improvement has even led some leaders in his own poli- 
tical party to criticize his administration as neglecting 
other problems. 

A major part of the task of expanding Philippine 
agriculture production is the establishment of effective 
rural marketing organizations and credit facilities ad- 
justed to the small farmer’s needs. Without such facili- 
ties most small farmers are at the mercy of unscrupu- 
lous moneylenders, landlords and alien middlemen. The 
Agricultural Credit and Cooperative Finance Adminis- 
tration (ACCFA) is a response to these needs. Since 
its establishment in September 1952, the agency has 


Mr. Hart teaches at the Social Science Foundation, Uniwersity 
of Denver, and has worked in the Philippines on studies of 
rural social life. The second part of this article will appear 
in a forthcoming issuc, 

| Manila Daily Bulletin, June 2, 1954, p. 1. 

2 Philippines Free Press, January 9, 1954, pp. 10-11. Sce 
also Donn V. Hart, “Projects and Progress in the Philippines,” 
Pacific Affairs, December 1954, pp. 353-66. 
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organized nearly 200 cooperatives serving more than 
80,000 farmers.’ 

Between 1907 and 1947 eleven major attempts were 
made to establish cooperatives and other sources of 
agricultural credit for small Filipino farmers. All these 
efforts ended in failure except those that created the 
Philippine National Bank (1916) and the Rehabilita- 
tion Finance Corporation (1947).* If ACCFA is to suc- 
ceed, it will have to avoid the pitfalls into which pre- 
vious programs stumbled. 

During this forty-year period laws were passed, pro- 
grams formed and agencies established to stimulate the 
growth of cooperatives and marketing associations, to 
encourage the development of rural banks, and to or- 
ganize government commodity corporations and special 
loan funds for the welfare of the small farmer. In 1907 
the Philippine Commission unsuccessfully tried to at- 
tract private capital into a bank for agricultural opera- 
tions by guaranteeing investors an annual income of 5 
~~ 3 Mondofiedo, Osmundo, “RM’s Rural Improvement Pol- 
icy,” The Cooperative Farmer, September 1954, p. 25 

4 The RFC was founded with a government subscribed 
capital of $150 million and made agricultural (also industrial) 
loans for purposes of rehabilitating war damages. Between Jan- 
uary 1947 and September 1951, 10,033 agricultural loans were 
made (totalling more than $32 million) for land improve- 
ment, purchase of fertilizer, seedlings, farm machinery, et 
Security requirements for loans, however, worked to the dis- 
advantage of the small farmer. Cooper, John, Report and Re- 
commendation Covering Agricultural Credit, U.S. Special 
Technical and Economic Mission to the Philippines, Manila, 
1952, p. 43. Another source states from January 1947 to June 
1953 RFC approved 14,745 agricultural loans in an aggre- 
gate amount of nearly $52 million. “The Economic Position 
of the Philippines,” The 1.1.F. Bulletin, Institute of Interna- 
tional Finance, New York University, Bulletin No. 188, Sep- 
tember 7, 1954, p. 5. 
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percent. The following year the Agricuitural Bank of 
the Philippines, patterned after the Egyptian agricul- 
tural bank, was formed with capitalization of $500,000." 
Because of the Bank’s small capital, lack of rediscount- 
ing facilities, and strict loan requirements (favoring the 
landlord and not the smal! farmer). the program was 
generally ineffective. In 1916 the Bank was absorbed 
by the Philippine National Bank 

Public Act 2508 (1915) tried to organize cooperatives 
under the Rural Credit Law. By December 1926 there 
were 544 rural credit associations with a circulating 
capital of about $1,250,000 and 2,900 borrowers. Act 
2508 required security for all types of loans—-personal, 
chattel mortgage, and real estate mortgage: loans were 
made for one year (renewable) at 10 percent interest 
This venture, however, ended in failure.’ 

In 1918 the Rice and Corn Fund was established 
Public Act 2818) with $500,000 to lend to small rice 
and corn farmers who6 were members of rural credit 
associations organized under Act 2508. This fund be- 
came the chief source of credit of active agricultural 


credit cooperatives; however, its small capital limited 
its effectiveness.’ Another effort was made in 1925 un- 
der the Guanco law (Public Act 3154 


cultural banks (with a minimum capital of $25,000 


to establish agri- 
to lend to small farmers. Only one bank was organ- 
ized under this law and it operated for only a brief 
period in Pangasinan province 

Government efforts were largely concentrated in the 
area of farm credit, though the problem of marketing 
was not overlooked. In December 1927 the Cooperative 
Marketing Law (Act No. 3425 
ing the Director of Commerce to promote 


was passed, authoriz 


organiz 


and supervise marketing associations. By 1939, 160 mar 


keting associations were registered with a membership 


of about 5,000 


5 Miller, Hugo H., Principle 
Philippines, N=-w York, 19 

6 Balmaseda, Julian ¢ 
pines in Its Different Stas 
Review, XXI, No. 4, 1928, 
tive for a year until it wa 
Agriculture and limited itself 
desire by the government t 
cooperatives were hastily 
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7 This Fund was lat 
operative Fund, expanded to include market pssociatic 
and in 1940 became the National Cooperat und was 
placed under the National Trading Corporatior 

8 Since 1953, nearly 30 rural banks have established 
under the new Rural Banks Act (Republic Act No. 720). In 
March 1954, the combined capitalization of 22 rural banks 
was close to $3 million. As part of the FOA-PHILCUSA coun- 
terpart fund agreement, the government, under law, is match 
ing the paid-in private capita! put up by the 
izers. Hart, of. cit., 
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In 1931 the Philippine National Bank was authorized 
Public Act 3895) to regulate the creation and opera- 

tion of rural credit associations and by a companion 
bill (Public Act 3896) to establish rural banks. Seven 
credit associations and two rural banks were organized, 
but none weathered the second World War. The Philip- 
pine National Bank made agricultural loans and tried 
to furnish credit facilities to the small farmer, but 
though it was a vital agency in the general economic 
development of the country, its services to small farmers 
wert grossly inadequate. 

In October 1938 the Consumers’ Cooperative League 
was founded with the chief of the Trade Promotion 
Division of the Bureau of Commerce as its elected pres- 
ident. By June 1939, 34 consumers’ cooperatives were 


organized with a membership of 5,000. These were ex- 
pected to promote what Secretary of Finance 


(later 
President) Roxas called a “producer-consumer” econ- 
omy preparatory for political independence.’ Another 
effort was made in 1939 to extend credit facilities with 
the creation of the Agricultural and Industrial Bank; 
the Bank had a capital of $75 million to lend smal! 
farmers who lacked a Torrens (officially registered 
title to their land but could prove they had continu- 
ously occupied their farms for ten years. The Bank’s 
future was cut short by the war (after loaning $12 mil- 
lion for agricultural purposes) and it was absorbed af- 
ter the war by the RFC. 

In May 1939 the Rural Progress Administration was 
established with $750,000 capital to promote “small 
landownership and to improve the living conditions and 
general welfare of the rural population.” One purpose 
was “to organize cooperative associations for the pur- 
pose of taking over the management of estates and 
homesites and to grant to said cooperative associations 
credit facilities.” The agency leased the huge Buena- 
vista Estate, Bulacan, as “a national laboratory for co- 
operative experiments,” and organized the Buenavista 
Farmers’ Cooperative Association, RPA was generally 
ineffective, however, in achieving its objectives 

4 Small Farmer’s Loan System was established un- 

the Department of Labor before the last war; loans 
were made to farmers in central Luzon who wee or 
ganized into cooperatives. No loans were made after 
1942 and later the agency was absorbed by the PNB 

With Commonwealth Act 565 supervision and con- 
trol of the cooperative movement was transferred fron 
the Department of Commerce to the Nationa] Trading 

9 Kurihara, Kenneth K., Labor in the Philippine Economy, 
Stanford, 1945, p. 86 

10 Castillo, Andres V., Philippine Economics, Manila, 1949, 
pp. 165-66 

1! More than 45,000 farmers were organized into credit 
associations under the system; during the crop year 1941- 
42, outstanding loans amounted to only $200,000. Jbid., p. 251 
Kurihara, op. cit., p 85 
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Corporation. In August 1940 the National Trading Cor- 
poration was designated as the agency to handle “all! 
Government activities relating to the promotion, or- 
ganization, and supervision of cooperative or mutual 
aid associations."* The NTC also was organized to as- 
sist Filipinos to enter the retail business and thus les- 
sen the control of Chinese over this segment of the Phil- 
ippine economy. In 1941 the National Cooperative 
Administration was created to act as the central agency 
of the government, absorbing the cooperative responsi- 
bilities of the National Trading Corporation. In 1947 
NTC was absorbed by the Philippine Relief and Trade 
Rehabilitation Administration (PRATRA). 

After the war, NCA was re-established (Common- 
wealth Act 713 of 1945) with $2,500,000 capital and 
vested with centralized authority over all Philippine 
cooperative activities. It was to promote and coordi- 
nate all government activities relative to cooperatives, 
including farmers, manufacturers, retailers, and con- 
But although NCA was the Philippine Gov- 
ernment’s most significant effort to promote coopera- 
tives, it was hindered after its re-establishment by lack 
of official support and by inefficient organization. In 
October 1947 it was converted (by Executive Order 
No. 93) into the National Cooperatives and Small Bus- 
iness Corporation; in 1950 this agency became the Co- 
operatives Administration Office (Commonwealth Act 
965) under the Department of Commerce and Industry, 
with a skeleton staff and only nominal funds."* 

By 1948, 1,300 cooperatives (largely consumer and 
producer associations) were registered with a member- 
ship of 254,000. However, most of these had been hastily 
organized in 1945 under the Emergency Control Ad- 
in order to secure allotments of scarce 
commodities; they were not operating strictly under 
cooperative principles.’* When ACCFA was established 
in 1952 there were 72 producers’ and marketing co- 


sumers 


ministration 


12 Republic of the Philippines Government Manual, 1950, 
Manila, 1950, pp. 545-46 

13 Under NCA, the plan was to organize cach major pro- 
abaca, coconut, ete.—into a National Coconut 

NACOCO), National Abaca and Other Fibers 
NAFCO), etc. Each national cooperative would 
coordinate its member cooperatives whereas the national or- 
ganizations would be organized into a union of cooperatives 
with NCA acting as the central agency. The national co- 
operatives were to serve as intermediate agencies for coopera- 
tive association members in arranging bank credit, ete. The 
war interrupted the complete realization of these plans and 
most of the corporations have been liquidated. In June 1954 
Congress turned over to ACCFA all land and warchouses of 
NACOCO, NAFCO, ete. Ruiz, Leopoldo, “Farm Tenancy and 
Cooperatives in the Philippines,” Fer Eastern Quarterly, Feb- 
ruary 1945, pp. 168-69. 

14 For a summary of the activities of the Cooperatives Ad- 
ministration Office for the fiscal year 1953-54, see Mejia, 
Antonio C., “Accomplishments of the Co-op Administration 
Office,” Manila Daily Bulletin, October 21, 1954, p. 10. 
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duct rice, 
Corporation 


Corporation 


operatives but only 10 responded to letters sent them 
by ACCFA and not one was properly organized for 
ACCFA’s purposes. Later, six cooperatives were reor- 
ganized and registered according to ACCFA regula- 
tions.** 

It is thus evident that previous attempts over a 40- 
year period to establish needed credit facilities for small 
farmers were largely unsuccessful. It is impossible in 
this brief article to give detailed evidence of past fail- 
ures. Analysis of previous projects, programs, and legis- 
lation, however, indicates ten major factors that hin- 
dered the development of thriving rural credit facili- 
ties, First was the lack of a well-defined and adequately 
financed government policy; the past history is one of 
sporadic efforts, superficially planned, and of constant 
administrative reorganization resulting in confusion. 
Second, there was political interference in basic policy 
formation, lending and collecting procedures, and hir- 
ing of untrained “political protegés.” An editorial in a 
recent issue of ACCFA’s journal, The Cooperative Far- 
mer, stated: “We end with a fervent prayer that ‘power 
politics’ be kept away from the ACCFA door.” Third, 
organized resistance came from vested interests who 
did not wish small farmers granted reasonable credit 
facilities when they were able to receive from 20 to 
300 percent interest on their loans to tenants and far- 
mers. Fourth, individuals who controlled the buying 
and selling of rice, a business estimated to produce a 
profit of $50 million annually, did not want coopera- 
tive marketing associations to become competitors.'’ 

Fifth, lack of knowledge and interest, skepticism and 
suspicion of the cooperative movement by the average 
small farmer also partially explain the failures of the 
last four decades. One problem which ACCFA faces 
today is that many farmers join cooperatives solely be- 
cause they believe they can borrow money." Sixth, 
most cooperatives were consumer associations compet- 
ing with well-organized and efficiently managed re- 
tail stores; in fact, the co-ops often purchased supplies 
from their competitors. Seventh, few farmers had any 
security to offer under a sound government loaning pol- 
icy. Eighth, the co-ops usually lacked the necessary 
equipment and facilities (warehouses, rice mills, et 
to operate efficiently. Ninth, “probably the most ser- 
ious bar to success has been the low degree of literacy 
of the people among whom cooperatives have been 
organized.””"” 


15 Castillo, op. cit., pp. 681-82. 

16 Majul, Joseph, “The ACCFA Story,” The Cooperative 
Farmer, September 1954, p. 40. 

17 Manila Daily Bulletin, September 26, 1954, p. 9 

18 Majul, op. cit., p. 41. 

19 Spencer, J. E., Land and People in tha Philippines, 1952, 
p. 137. The Philippines’ illiteracy rate in 1948 was reported 
to be 40 percent. 
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A tenth factor is that many Filipino farmers appear 
to lack the ingrained tradition that requires compliance 
with promises to repay debts. This latter fault has 
arisen in the past from ‘or at least been encouraged 
by) the traditional loaning noneylenders, 
frequently the Filipinos’ landlords, loan at high rates 
of interest without expectation of repayment of the prin- 
cipal. In this manner tenants are kept tied to the land 


from one generation to the next because of the “mo- 


rality” of accepting inheritance of parents’ debts. On 
noted that more than 90 


ACCRA in 1953 


the other hand, it should hb: 
percent of loans granted by were 
fully paid 

Other handicaps have been lack of rediscounting fa- 
cilities, small volume of business, over-cxpansion, mis- 
management, improper accounting and auditing meth- 
ods, capital frozen in long-term loans, lack manager- 
ial skills, etc. These ar 
ACCFA must surmount 


“boneyard” of the past 


The ACCFA Program 
ACCFA is a good example of how 


United States technical stance programs can be in 


fective sore 


stimulating underdevel ped countries toward greater 
productivity and stability. A major factor in ACCFA’s 
John Cooper, 
under the joint sponsorship of the Philippine Govern- 
ment and the former U.S. Mutual Security Agency. Re- 
reflected in Re 
August 14, 1952, establish- 
that ACCFA, capitalized 


orgal ization ot 


creation was a special study by Mr made 


ooper were 


commendations made by ( 
public Act 821, approved 
ing ACCFA.” The Act states 
at $50 million, shall encourage “the 
rative associations under 


coop 


farmers into effective 


their own control for greater unity of effort in produc 


tion, processing, storage nd marketing” and promot 


‘the establishment and finar 1 farm marketin: 


system of producer-controlled and productr-owned co- 


operative associations.” AOCFA's Board of Governors 


is composed of a chairman an lief executive, and 
six additional members appointed by the President and 
Commis- 


M inila 


subject to confirmation by 
sion on Appointments. It dquarters 
and seven regional offic: heen es 
three in Luzon (includin 
Bisayas and Mindanao 


ACCFPA has four majo: 


the effective organization of 


promote 


atives; (2) to assist them in obtaining needed credit at 


20 Act 821 does not repla 1927 Cooperative 
Marketing Law inconsistent with it 
Act 3425 is still the basic law or 
among farmers. AOCFA does not supplant the 
Administration Office except insofar as related to the pro- 
motion of cooperative marketing associations under Act 3425 
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except as the latter is 
marketing cooperatives 


( ooperatives 


reasonable rates; (3) to establish an orderly and sys- 
tematic marketing machinery for and controlled by the 
small farmers; and (4) 


of economic equality with other industries.’ 


to place agriculture on a basis 
' Priority 
is given to the principal rice areas because of the im- 
portance of this staple Filipino food. 

Since ACCFA’s objectives required a basic departure 
from accepted lending practices, the Board of Gover- 
nors had to formulate new policies of which local offi- 
cials had no previous experience. Many Filipinos who 
had worked with previous organizations thought that 
because past efforts to help small farmers had failed 
ACCFA would suffer the same fate. It was not until 
January 1953 that ACCFA was ready to make loans 
to the six existing cooperatives and their members. In 
February 1953 the program to organize new coopera- 
Luzon provinces 
and Pan- 


tives was launched in five central 
Nueva Ecija, Pampanga, Bulacan, Tarlac, 
and one province in Mindanao, Cotabato. By 
September 1954 ACCFA had organized 189 coopera- 
tives; a hundred more are at present being estabilshed. 


gasinan 


ACCFA organizers are sent to various provinces to 
encourage farmers to form cooperatives ; unfortunately 
most organizers are given too large an area to manage 
effectively. In a major rice-producing province of cen- 
tral Luzon, Nueva Ecija, ACCFA has loaned 25 Far- 
mers Cooperative Marketing Associations about $1,025,- 
000, three-fourths of it for crop or production loans.’ 
About 90 percent of the loans made have been to rice 
growers. Several abaca (Manila hemp) cooperatives 
have received ACCFA loans, but the emphasis of th« 
agency to date “has been to build up a strong rice pro- 
ducers’ group in order to take away control of the 
cereal from aliens [mostly Chinese] and to assure the 
nation of 

Proposals have been made recently for ACCFA to 
President Magsaysay 


a constant, adequate supply at all times.’ 


assist tobacco and Sugar growers 
suggested extension of ACCFA aid to tobacco growers 
as a consideration for setting aside import restrictions 
on Virginia leaf. Large sugar growers are interested in 
ACCFA 


increase their loan potential and lessen taxes currently 


according to Manila newspapers, in order to 
paid. ACCFA does not appear averse to constructing 
warchouses, flue barns and other facilities for tobacco 
growers but has declined to buy leaf, as this would 
ibsorb too much of its time and funds. One source 
suggested that the grading of tobacco for which ACCFA 
would grant loans might become a fertile source of 
grait.*° 

21 Act 821 defines a small farmer as “an individual who 
exclusively uses the labor available from within his family, 
and is actually engaged in agriculture.” 

22 Manila Daily Bulletin, October 21, 1954, p. 7 

23 Ibid., July 22, 1954, p. 1 

24 Ibid., July 24, 1954, p. 1, 10 
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THE ECONOMIC DEVELOPMENT OF JAPAN, 1868- 
1938. By William W. Lockwood. Princeton: Princeton Uni- 
versity Press. 1954. 603 pp. $10.00. 


Professor Lockwood has given many years to the writing 
of this book and has wrestled not only with masses of ma- 
terial, but with the inwardness of their meaning. Meantime 
he has kept up with the literature of economics and especially 
of economic development, The result is worth while. It will 
become a standard work of reference, the best economic his- 
tory of modern Japan that has yet appeared. More than this, 
it is a case study of economic development, shot through with 
factual and analytical common sense. It is a pity that its 
cost may limit its circulation, particularly in the dollar-poor 
countries now struggling towards self-development. For every- 
one concerned with economic progress it is a work to be read 
with interest, and to be carefully pondered. In many respects 
it is a sobering study. Short cuts and easy roads to progress 
do not receive much support. 

When external pressure, signalized by the appearance of 
Perry's squadron in Tokyo Bay, unloosed the forces that had 
been building up against the Tokugawa regime, constructive 
energies were released. In part this is a story of state-building. 
The architects of the Meiji restoration did what Mercantilist 
statesmen had done in many European countries two or three 
centuries earlier. They broke the power of local and feudal 
privilege and created a national economy to support a na- 
tion-state. But the larger part of the story is concerned with 
“the enterprise and energy of millions of small businessmen, 
farmers and workers,” who swarmed into the openings thus 
created 

Professor Lockwood writes with one eye on other develop- 
ing countries and his frequent references to the lessons that 
may be drawn from Japanese experience, unique as it is in 
many respects, are worth pondering. He is well aware of the 
complexity of interacting factors in the dynamics of growth— 
the importance of stable and strong government as well as of 
new economic opportunities and incentives. But he comes back 
repeatedly to the people themselves. “The dynamic impulse,” 
he writes, “came from the energies and ambitions of the people 
and their leaders; they required myriads of human decisions; 
and they developed within a framework of social values and 
institutional controls that fostered them in certain respects 
while retarding them in others.” 

Agriculture and handicrafts contributed heavily to increas- 
ing the national income, especially in the first stages of de- 
velopment. Small improvements such as wheeled vehicles, ker- 
osene, the cottage loom, powered fishing boats, better ways 
of collecting and spreading fertilizer, improved hoes and silk- 
reelers’ basins, simple systems of accounting, the creation of a 
post office, the building of warehouses, were more important 
at first than large-scale factories. Small industry continues to 
play a most important part in Japanese production. The tre- 
mendous growth of Japan's foreign trade should not be al- 
lowed to obscure the fundamental importance of her home 
market. The economic initiative of the State was crucial in 
some industries, but its liberation of economic enterprise was 
more important. The Zaibatsu and the great banks played 
a large role in more recent times, but agriculture and small- 
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scale industry catering mainly for the home market have al- 
ways been the mainstays of the economy. 


but it came primarily out of increased productivity and at 
first largely from agriculture and handicrafts. There was little 
foreign borrowing and that confined mainly to the decade 
during which Japan fought wars against China and Russia; 
but there was much borrowing of ideas and skills. The ruling 
oligarchy maintained a firm grip both on government and 
on the economy; but “if the dynamic of economic expansion 
owed much to the Meiji bureaucrat and the Mitsui executive, 
its substance came in no small measure from the responses 
and capacities of the small peasant, trader and industrialist.” 
The pressure of increasing population, part cause and part ef- 
fect of modernization, seems on the whole to have retarded 
progress and so does the neglect of agriculture and social 
reform. 

Much in Japan's development was unique. The long- 
throttled enterprise of what rapidly became an _ extensive 
middle-class was no less important than the shrewd calcula- 
tions of an unusually capable group of officials and diplomats. 
Japan's poverty of resources, redeemed for some decades by 
an expansive market for silk, forced her into forcign trade 
to earn the exchange with which to buy needed equipment 
and new materials. Her islands became the center of a thriv- 
ing trade, but the poverty of the neighboring continent was 
an obstacle to commercial expansion. So indeed was the in- 
equitable economic situation in Japan itself. Only because her 
development came when trade was multilateral and reasonably 
free, was it possible for her to win to a place midway be- 
tween the industrially developed and the underdeveloped na- 
tions. When after the depression of the early 1930's she tried 
to organize a regional system with its concomitant of con- 
quest, it was partly from miscalculation and partly from lack 
of the more effective alternative of multilateral trade. The 
balance-sheet of empire was dubious even before defeat brought 
ruin. 

All these and many related issues, Professor Lockwood has 
explored thoroughly and analvzed judiciously, with many qual- 
ifications that cannot be swmtnarized here. His analysis is 
honest and therefore he conveys a sense of quantitative pro- 
portion which too often » lacking in economic appraisals. He 
has not allowed himself to be seduced into hasty conclusions 
from obvious evidence, but has plodded, for what must often 
have been weary years, over the less inaccessible territory un- 
til he was able to see the whole landscape in proper propor- 
tion. This requires patience and persistence, but it is the only 
way to achieve a balanced judgment. One can only hope 
that his reward will come in the appreciation of those who 
can estimate the effort he has made and perhaps, though this 
may be a vain thought, in some steadying of the widespread 
impulse to seek quick economic development by departing 
radically from the tried and tested economic experience of 
the past. 

University of California J. B. CONDLIFTE 


REHABILITATION AND DEVELOPMENT OF AGRICUL- 
TURE, FORESTRY AND FISHERIES IN SOUTH 
KOREA. Report prepared for the United Nations Korean 
Reconstruction Agency by a Mission selected by the F.A.O. 
New York: Columbia University Press. 1954. 428 pp. $8.75. 


The politicis of Syngman Rhee's regime has, unfortunately, 
often obscured an aspect of South Korea which is truly in- 





spiring and heartwarming: the courageous struggle of its gal- 
lant people against an alien philosophy and against the hun- 
ger, poverty, disease and despair which breed it. The present 
F.A.O. report comes as a timely reminder that the vital struggle 
behind the facade of political bombast is not that of jingoists 
for power but that of a sturdy breed of people against a 
niggardly nature and an unkind fate 

The book is in no way political in tone. It is a com- 
pendium of carefully evaluated economic and technical data 
Its rich store of statistics on Korean agricultural production, 
climatology, soil characteristics, population and the geography, 
hydrology, topology and geology of Korea should, in fact, 
ensure its use as a basic reference work for many years to 
come. 

The main part of the work is devoted to a scholarly survey 
of the agricultural, forestry and fisheries resources of South 
Korea and a sober appraisal of future prospects and of the 
measures required to meet the minimum food needs of a 
growing population. The dismal picture of slim resources is 
happily balanced by a judicious yet hopeful appraisal of what 
can be accomplished with the assistance of a modest level of 
foreign aid. Its recommendations gain stature and immediacy 
from the fact that agriculture occupies a central role in the 
Korean economy. Among its most encouraging prospects, the 
report envisions an 80 percent expansion of staple food pro- 
1953-54. That this 


may be obtained at only a modest cost to the U.S. taxpayer 


duction above the starvation levels of 


should be of comfort to those who sympathize with the plight 
of the Koreans and yet realize that the U.S. cannot single- 
handedly fill the empty rice bowls of the world 

It is inevitable in a report of this vast scope, that on 
should find some matters of small moment with which to dis- 
agree. It is unfortunate that nowhere in the report are the 
local currency costs of reconstruction—-representing the size- 
able contribution of Korea—summarized or tabulated. The re- 
sult, of course, is to emphasize unduly the foreign aid com- 
ponent of total cost at the expense of the large, and even 
heroic, contribution of the people of Korea. But this and 
other minor defects (such as the excessive emphasis on cco 
nomic stabilization as an essential prerequisite for reconstruc- 
tion) should not be permitted to detract from the basic merits 
of the book which is a major contribution to the immense 
task of reconstructing South Korea. The scholarship and 
painstaking effort that went into its preparation will assur: 
its continuing value. The technical discussions which intro- 
duce each section will prove helpful also to those, technicians 
and laymen alike, who seck an understanding of the problem 
arising in pre-industrial areas 


New York 


THE UMBRELLA GARDEN. By Maria Yen. New York 
Macmillan Co. 1954. 268 pp. $4.00 


For thousands of years the Chinese lived by the teachings 
of the ancients, by respect for and obedience to their elders, 
but now, an opposite philosophy is being imposed on them, 
in which the wisdom of the elders is discredited and the 
young have a new importance. In The Umbrella Garden we 
see ‘how this revolutionary process works today in the univer- 
sities of China. Maria Yen was a student in National Peking 
University in 1949 when the Chinese Communists took over 
not only the government of China, but the schools as well 
She spent her senior year under their tutelage, then, shortly 
after her graduation in 1950, fled to Canton, thence to Hong 
Kong. 
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What gives this book such value as it has is not her disil- 
lusionment but its account of the ingenious and systematic 
pressures by which the Chinese are being taught to like, or 
to pretend to like, their new chains. For, if Communism is to 
take root among the Chinese people, then the modes of think- 
ing of over a half billion of people must be drastically 
changed. The people must be “freed” from the “poison of 
bourgeois thinking,” which means that they, the most toler- 
ant of the world’s peoples, must learn to be intolerant. People 
who were genially skeptical of their rulers must learn to give 
unquestioning reverence and obedience to Mao as the sym- 
bol of their ruling group, and to sing, heartily and with every 
appearance of complete acceptance, “The Favors of the Party 
are too Many to be Told.” 

The book gives an extended account of the humiliating 
spectacle of professors obliged to confess their “sins” against 
the people and the pressures on students to do likewise. The 
student leaders who “persuade” professors and students to 
make these confessions employ a mixture of new and old, 
that we may call “compulsory persuasion,” but which they 
cal] “democratic Although the book contains 
much useful information it is dated and fails to depict the 
vast and rapid changes which have tz! -n place in China dur- 
ing recent years 
Spokane, Washington 


centralism.” 


BENJAMIN H. KIZER 





IPR CONFERENCE PAPERS 
NOW AVAILABLE 


\ Brier Economic HaAnpBook oF 
Eastern AnD Soutuern Asta. By members of the 
International Secretariat, IPR. $1.00. 

STABILIZATION AND DeveLtopment in INDOo- 
nesta. By Benjamin Higgins. 50¢. 

Tue 1LL.O. ann Asta. Prepared by the International 
Labour Office, Geneva. 50¢ 


POLITICAL AND 


Econom 


Tue Present ann Future oF Japran’s Porutation 
By Avyanori Okazaki. 30¢ 

STANDARDS AND Panes or Livinc tn SOUTHERN AND 
Eastern Asta. By Bruno Lasker. $1.25 








FAR EASTERN SURVEY 


E-dttors 


WILLIAM L. HOLLAND, HAROLD H. FISHER 


PUBLISHED MONTHLY BY THE AMERICAN INSTITUTE OF 
PACIFIC RELATIONS, Inc., | Bast 54TH STREET, NEW 
yore 22, nN. ¥. J. MonDEN MURPHY, Chairman; sIDNREY 
D. GamBLe, Treasurer; WILLIAM L. HOLLAND, Executive 
Secretary. ANNUAL susscripTion, $6.00; sInGLe corms, 
50 CENTS. MICROFILM EDITION AVAILABLE THROUGH .UNI- 
VERSITY MICROFILMS, ANN ARBOR, MICH. 


The American Institate of Pacific Relations does not 
express opinions on public affairs. Responsibility for state- 
ments of fact or opinion appearing in the PAR EASTERN 
survey rests solely with the authors. The editors ere 
responsible for the selection and acceptance of articles. 











FAR EASTERN SURVEY 
=>” 





